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Elite Traveler / Prince & Associates 2008 Luxury Spending Survey
In 2008, the Super Rich (net worth = $30 million +) are going to spend more than ever before, and spend just as quickly and as easily as before, in key luxury categories (Fashion / Accessories, Jewelry, Watches, Spa Services, and Electronics).  They will also continue to travel for personal and family reasons as much or more than they have in the past year.  Most are major donors to charities and in 2008, the greater majority anticipate being even more philanthropic.
During the 2007 holiday season, for example, the Super Rich spent $82,000 on fashion and accessories, and about $240,000 on jewelry.  As they plan to increase their luxury spending in 2008, the brands that cater to this segment of the population will find continued success in retail sales in the current year.  
The Rich (net worth = $10 – 30 million), in some respects, are going to pull back only slightly in their purchasing of luxury goods and personal travel. However, relatively fewer of them are spending in these categories compared to the Super Rich.
The Mass Affluent (net worth = $1 – 10 million) are going to cut their luxury spending and personal travel significantly; they will take longer to make purchasing decisions and nearly 50% will be much more cost sensitive in considering the purchase of luxury goods and services. While the Mass Affluent will continue to readily spend in certain areas such as education for their children or health care or charitable giving, they will need to cut back in other areas and luxury goods and services is at the top of this list.
Survey Participants and Time Frame:

Survey participants were selected from a pre-arranged panel of 627 affluent luxury consumers obtained through media players, private client lawyers and high-net-worth financial advisors.
Using factor analysis, the panel was segmented as follows:

Net Worth:  
$30 million + 

12.9%  (Super Rich)



$10 million to $30 million
33.2%  (Rich)



$1 million to $10 million
53.9%  (Mass Affluent)

The survey was conducted through pre-arranged phone interviews from January 10-18 by Prince & Associates, Inc.
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Key Findings
Luxury marketers, in order to be solidly successful, will need to focus high and target the Rich and Super Rich because of their significant spending power and attraction to luxury as well as to make up for decreases in spending by less affluent consumers.  These consumers have a minimum net worth of $10 million, with the most fertile segment having a net worth of $30 million + (Super Rich):

· 80.3% of Super Rich consumers plan to increase spending on luxury goods and services during 2008 compared to 16% who will stay the same and only 3.7% who will decrease spending. In general, the Super Rich are financially insulated from the current economic upheavals. They are also most effectively positioned to financially benefit from the current environment.
· 58.2% of Rich consumers plan to increase spending on luxury goods and services. Meanwhile 34.6% will stay the same and 7.2% will decrease spending. Like the Super Rich, the Rich have serious money and relatively few are going to be adversely impacted to the point where they have to alter their lifestyles. 
· 21.0% of the Mass Affluent consumers plan to decrease their spending on luxury goods and services. 65.4% of them anticipate staying the same and only 13.6% will increase spending, provided the economy does not deteriorate anymore.  At best, marketers can hope for only slightly decreased sales from this segment as they are inclined to trade down. The Mass Affluent do not have the financial cushions and ongoing revenue streams that will enable them to maintain all aspects of their current lifestyles. Consequently, they will have to pull back in places and one area of discretionary spending that will be adversely affected is luxury goods and services.
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2007 Holiday Spending 
	Category
	Mass Affluent
$1M - $10M
	Rich
$10M - $30M
	Super Rich
$30M+

	Fashion and accessories
	77.8% / $3,600
	92.3% / $40,600
	92.6% / $82,800

	Watches
	16.0% / $2,300
	75.5% / $38,400
	88.9% / $121,700

	Jewelry 
	81.1% / $4,600
	96.6% / $105,200
	92.6% / $236,200

	Electronics
	53.6% / $2,900
	69.7% / $29,200
	65.4% / $74,900

	Charity
	97.6% / $2,700
	98.1% / $53,300
	98.8% / $148,100

	Spa services
	18.9% / $1,800
	54.3% / $20,200
	56.8% / $49,800


N = 627 affluent individuals
A higher percentage of the wealthier consumers were spending in all of the above categories (except for jewelry and charitable giving, which are fairly consistent across all 3 segments).  Relatively speaking, many more of the Super Rich and the Rich were buying high-end watches compared to the Mass Affluent.  Not only were they spending, but the Rich and Super Rich were spending tremendously more. What we are seeing in this study, which consistently is evidenced when looking at the various wealth levels and their luxury buying patterns, is that there is a very different mindset coupled with the financial where-with-all when it comes to the Rich and, even more so, when it comes to the Super Rich. For luxury brands, it means that by winning their allegiance, the Rich and, to a much greater extent , the Super Rich, are going to be consistent, repeat and very attentive consumers in 2008.   
For example:  the Mass Affluent  spent $3,600 on fashion and accessories this holiday season; the Rich spent over 10 times more than the Mass Affluent ($40,000); the Super Rich spent twice more than the Rich, and 23 times more than the Mass Affluent ($83,000).
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For the following sets of questions, the survey participants were asked to respond as if the economy in 2008 continued as it currently stands.  
The responses were derived using factor analysis.

Anticipated spending on luxury goods and services

	Spending
	Mass Affluent

$1M - $10M
	Rich

$10M - $30M
	Super Rich

$30M+

	Increase
	13.6%
	58.2%
	80.3%

	Stay the same
	65.4%
	34.6%
	16.0%

	Decrease
	21.0%
	7.2%
	3.7%


N = 627 affluent individuals

The Super Rich are going to continue to spend on luxury goods, and will spend even more than they have in the past. 
Regardless of the current economic climate or even a continued economic decline, 80.3% of the Super Rich will very likely increase their spending on luxury goods and services. Less than 4 % will consider spending less.  The economy will likely have to go into a severe depression before the Super Rich make meaningful cutbacks in their spending on luxury goods and services. It’s important to recognize that the monies they are spending on luxury goods and services as a percentage of their total net worth is fairly small. 
In contrast, about 60% of the Rich, are thinking of spending more and, 7.2% are going to be spending less.  Furthermore, 21% of the Mass Affluent plan to cut back on luxury spending, provided that the economy does not get any worse.  If the economy worsens, the Mass Affluent will even more extensively go from trading up to trading down, 
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Focus on cost when purchasing luxury goods and services

	Focus on Cost
	Mass Affluent

$1M - $10M
	Rich

$10M - $30M
	Super Rich

$30M+

	Increase
	49.4%
	18.3%
	7.4%

	Stay the same
	39.3%
	68.3%
	84.0%

	Decrease
	11.3%
	13.4%
	8.6%

	
	
	
	


N = 627 affluent individuals

The Super Rich are not cost sensitive, and will not be cost sensitive going forward.  While they are very concerned with value, they are not going to be concerned about price. So, for luxury brands, the importance of defining, communicating and reinforcing value is critical. At the same time, one fifth of the Rich are going to become more cost sensitive, and nearly half of the Mass Affluent will become cost sensitive. Consequently, the Mass Affluent, in particular, will do more comparison shopping, searching for bargains going forward. They will settle for less, because “less” will not be as expensive and “less” will be adequate.  
Focus on length of sales cycle when purchasing luxury goods and services
	Focus on Time
	Mass Affluent

$1M - $10M
	Rich

$10M - $30M
	Super Rich

$30M+

	Increase
	34.0%
	12.0%
	9.9%

	Stay the same
	65.4%
	82.2%
	87.7%

	Decrease
	0.6%
	5.8%
	2.5%

	
	
	
	


N = 627 affluent individuals

Overall, the Super Rich will continue to make their luxury purchasing decisions as they always have, including making impulse purchases and often making speedy decisions.  In effect, they will not change their spending patterns.
Furthermore, one sixth of the Rich will take longer to make their luxury purchasing decisions. In comparison, one third of the Mass Affluent are likely to take – on average – a minimum of 2 months longer than they previously did to make luxury purchases, often as much as 4-5 months longer. This will put additional pressure of luxury providers targeting the mass affluent.
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Anticipated Personal / Family Travel in 2008
	Travel
	Mass Affluent

$1M - $10M
	Rich

$10M - $30M
	Super Rich

$30M+

	Increase
	12.4%
	5.3%
	8.6%

	Stay the same
	58.6%
	87.0%
	86.5%

	Decrease
	29.0%
	7.7%
	4.9%


N = 627 affluent individuals

While over 90% of the Super Rich and the Rich will continue to travel for pleasure as much or more than they did in 2007, 29% of the Mass Affluent plan to decrease their travel for pleasure.  This will benefit the top resorts and exclusive properties that traditionally tend to attract the top two segments of wealth. 
Anticipated Charitable Giving
	Giving
	Mass Affluent

$1M - $10M
	Rich

$10M - $30M
	Super Rich

$30M+

	Increase
	13.9%
	47.6%
	69.1%

	Stay the same
	76.6%
	49.5%
	29.7%

	Decrease
	9.5%
	2.9%
	1.2%


N = 627 affluent individuals
As the economy weakens in 2008, the Super Rich, recognizing that without their support many charities will suffer as others cut back, will be increasingly philanthropic. To a lesser degree we will see the Rich also being more charitable. Meanwhile, most of the Mass Affluent, because of their value structure, will strive to maintain their support of charitable causes.
Traditionally, religious groups as well as cultural, medical and educational institutions, top the list of charitable organizations for the Super Rich, followed by socially minded charities.  In 2008, the Super Rich will likely increase their donations to social charities, and will likely decrease their donations to cultural charities. 
Another new trend seen in charitable giving by the Super Rich is philanthrocapitalism, in which benefactors become consumers of social investment.  At the same time, they want to have more input as to how their donations are being used, and often choose to donate to organizations in which their philanthropic investments will see the greatest growth and return rate back to the charity itself.
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Attitudes
	Issues
	Mass Affluent

$1M-$10M
	Rich

$10M-$30M
	Super Rich

$30M+

	The current economic environment is an investment opportunity
	34.6%
	66.8%
	84.0%

	The economy will worsen in 2008
	76.6%
	65.9%
	65.4%

	The government will be able to “fix” the current economic situation
	5.9%
	5.8%
	2.5%


N = 627 affluent individuals
Overall, the perception among the wealthy is that the economy will worsen in 2008. Still, even though over 71% of the Super Rich believe that the economy will worsen in 2008, they will still continue to spend significantly more on luxury goods, travel, and charitable donations than ever before. 

What is also telling is that as wealth levels increase, more people feel that the current economic environment represents an investment opportunity. This perception is also a function of the fact that as wealth levels increase, these people have monies they can invest. Well positioned investment management firms – with an understanding of the psychological dynamics in play – are going to tremendously benefit in attracting new Rich and Super Rich clients. 
Lastly, across the board, the wealthy have little faith in the government’s ability to “fix” the present economic situation. 
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About Prince & Associates:

Prince & Associates, Inc. is the leading market research firm specializing in global
private wealth.  With two decades of concentrated experience with the ultra high-net-
worth and the elite advisors who cater to them, Russ Alan Prince is a highly sought 
consultant on strategic, profitability and structural business issues.  Prince is frequently 
cited for his expertise in the international business and financial press including The Wall 
Street Journal, Forbes and The New York Times.  He has written more than forty books, 
including The Sky’s the Limit, Fortune’s Fortress, and Fame & Fortune.  He is also the 
editor of Private Wealth.
About Elite Traveler:  

Established in 2001, Elite Traveler is the private jet lifestyle magazine.  Its award-winning format brings to life the latest in travel, fashion and private jet lifestyle for its wealthy readers.  Elite Traveler has worldwide distribution aboard private jets and mega-yachts.  Elite Traveler has a BPA audited circulation with a readership of over 575,000 readers per issue in more than 100 countries; its readers are wealthy and influential, with an average household income of $5.3 million.  www.elitetraveler.com 
About The Sky’s the Limit:

Private wealth experts Russ Alan Prince and Hannah Shaw Grove team up with Carl Ruderman and Doug Gollan of Elite Traveler, the private jet lifestyle magazine, to deliver an insider’s view on the luxury lifestyle of the super-rich. Based on up-close-and-personal interviews with more than 600 private jet owners – each with an average net worth of US$89 million – The Sky’s the Limit tells the real story about what goes on behind the gilded doors of today’s ultra-affluent. 

Elite Traveler

Universal Media Building

801 Second Avenue, 10th Floor

New York, NY  10017

(212) 986-5100

www.elitetraveler.com
